This paper was originally released in April 2010. Subsequently an error was discovered. The Minister of State SereidehelBeate
Services Commission to correct the error.
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Cabinet Domestic Policy Committee

Capping the size of core government administration: Report on December 2009
staffing data and review of management regime

Proposal

I This paper reports on trends in staff numbers in core government administrati&_gﬁ-‘f;:\ihe

year to 31 December 2009. It presents the findings from the Staté Sefvices
Commission’s (SSC) review of the capping management and monitoring ‘régime. It
recommends simplifying the December data collection to reduce complidiice €osts.

Executive Summary
) The key points of this paper, for the year to 31 December 2009, &re; '
. The capping management and monitoring regime_Has ﬂénpponed the successful
implementation of the policy on capping staff numbers.

. The total number of full-time equivalent (FTE) 'f!;ﬁitiuns within core government
administration reduced by 1,480 posﬂmn‘i (3.8%), from 38,859 to 37,379,
comprising a net decrease of: ~

. 915 FTE employee positions, inciﬁtiing:
- 809 redundancies, mggi_e_up of:

- 691 redundaicies from the Public Service (521 in the period July
to Deccmber}

- 118 recluhd'mctcs from the five selected Crown entities (41 in the
period‘July to December)

- 106 positions where departing employees were not replaced (attrition)
B 565 FFE Vvacancies that have been disestablished.
. There was a net increase of 540 FTE positions in the parts of the Public Service
outsidé the cap (largely frontline services).

. The fotal number of communications and public relations advisors in the Public
Service decreased by 52 FTEs, from 321 FTEs to 269 FTEs (22 in the period July
to Dec).

N The size of core government administration is forecast to reduce by a further 460
FTE positions in the year to 31 December 2010 to 36,919 FTE positions.

B Treasury data indicates that the capping policy has not led to any increase in
consulting expenditure.

. Analysis of agency feedback indicates that the management and monitoring regime
has supported the operation of the capping policy.

. It is proposed that the collection of occupation data and staffing forecasts be
dropped from future December staffing surveys to reduce compliance costs.
Staffing forecasts will be collected at 30 June to fit better with departmental
planning cycles.



. It is proposed that SSC will continue its capping oversight role, including
communicating to agencies to ensure clear understanding of the capping regime
and the need to exercise ongoing restraint in back office staffing.

Background
3 On 16 March 2009 Cabinet:

. agreed that the baseline for the size of core government administration be 38,859
full-time equivalent (FTE) positions. This comprised the total of FTE staff and
unfilled vacancies for the Public Service:

- excluding certain large frontline services (Community Pro 'Cl;-i'&
Psychological Services, Prison Services, Child Youth & Family, and Work &
Income) ™

- with the addition of five medium to large Crown entities ch office or
mixed frontline and back office functions (Housing rporation, NZ
Qualifications Authority, NZ Transport Agency, NZ Trade & Enterprise, and
Tertiary Education Commission) .-@/

. noted that the number of communications and publi \ions advisors employed
in the Public Service as at 31 December 2008 w E staff

. directed the State Services Commissioner 16,set”and monitor expectations for
Public Service chief executives on capping the size of core government
administration

. directed SSC (lead) and the Treas) review the effectiveness of the capping
management and monitoring regi d report to the Minister of State Services
for referral to DOM, by the f February 2010 (CAB Min (09) 111). The
subject of the review was e capping management and monitoring regime,
not the capping policy it

4 On 31 August 2009 Cabl[ét‘ uoted that, over the six month period from 31 December
2008 to 30 June 2009;the total number of FTE positions within core govemnment
administration reduq!ed‘by\‘l 404 FTE positions, from 38,859 to 37,457.

~3

Comment Q)

5 This repoxt is_based on information collected from core government administration
agencie the following sources:

;{‘Y)ecember 2008 baseline staffing survey.

e i" 30 June 2009 annual Human Resource Capability (HRC) survey for Public Service
' departments and brief staffing survey for the five Crown entities.

Ce 31 December 2009 staffing survey.

. Feedback from chief executives on the capping management and monitoring
regime.

. Annual expenditure summary data from Treasury for the years ending 31
December 2007-2009.




Staffing trend analysis

Global cap

6

10

The size of core government administration reduced from 38,859 FTE positions to
37,379 FTE positions in the year to 31 December 2009, a reduction of 1,480 (3.8%). The
reduction was the result of a net decrease of 915 FTE employee positions (made up of
redundancies and attrition) and 565 FTE vacancies that have been disestablished (see
Appendix 1). In the last six months, the net decrease was 76 (after a net decrease of
1,404 FTE positions in the previous six months) partly because of an increase of 240
seasonal workers at the Department of Conservation.

There were 809 redundancies in core government administration for the full 3&(& of

these in Public Service departments and 118 in the five selected Crown enti 7 A total

of 521 redundancies occurred in the Public Service part of vernment
administration in the second half of 2009, more than three times the n at occurred
in the first half. In the selected Crown entities, 41 of the 118 red es occurred in

the second half of the year, around half as many as in the first he%( e year.

The total number of communications and public relations a in the Public Service
declined from 321 to 269 FTEs in the year to 31 D 09 — a reduction of 52
FTEs (16%). The numbers in nine of the 35 Publg’ ice departments increased

slightly (between 0.2 and 2.4 FTEs) and the other 26.d ents all reduced the number
of their communications and public relations advi (see Appendix 2).

In the December 2008 baseline staffing surv cies were asked to provide forecast
establishment figures for 31 December 20 e actual total number of positions as at
31 December 2009 was 37,379, whlch 76 positions lower than the forecast total
of 38,555,

N

Appendix 3 reports the actual posi at 31 December 2008 and 2009, and forecasts for
2010 and 2011. Core gove ministration is forecast to reduce by 460 to 36,919
FTE positions in the year to'31 December 2010. The parts of the Public Service outside
the cap are forecast to gpfi:y 96 FTEs over the year to 31 December 2010. Figure 1
below shows the trendS. in.staffing numbers for the Public Service and core government
administration.

Figure 1: Public Se%e‘ and Core Government Administration Staffing Numbers
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Review of the capping management and monitoring regime
11 The capping management and monitoring regime includes the following:

. Capping expectations letters to chief executives and Board chairs in core
government administration, outlining the expectation for:

- Public Service chief executives to advise the State Services Commissioner
(and for Crown entities, their Responsible Ministers) of any proposed
increase in position numbers beyond their establishment figures, or of any
proposed significant reduction

- Public Service Chief executives to advise the Commissioner of any 'ﬁgase
or decrease in the number of communications and public relations @r&

. SSC’s HRC surveys as at 30 June and additional brief Human Resodr:ée

ey as
at 31 December. n

. SSC’s oversight of capping numbers, together with regula(;‘ége es and advice
from SSC to the Minister of State Services. )

Agency and SSC Feedback ’(‘f{/

12 In October 2009, the State Services Commissioner wr&g%‘ chief executives of core
government administration agencies to seek feedback ﬁ_\)lhe review of the effectiveness
of the capping management and monitoring regim total of 23 agencies responded to
the request. The resulting feedback indicates Lh@ objective of the capping policy has

been met through the capping management a@onitoring regime thus far.

13 Analysis of agency feedback indicated u;gt‘.f-:j,-

. some agencies were making a careful assessment of resource requirements, to
ensure that they are in line wi ganisational priorities

*~

. a number of agencies had.improved the quality of their human resource data

. a number of agenci nd the reporting requirements burdensome, especially the
31 December colleefions, creating more back office work

o for some agengies, the additional effort put into evaluating vacancies and justifying
recruitm an additional cost

«  some, ‘gencies reported reduced flexibility in staffing as an unintended
m@?ﬁce of the capping policy, with a perception that the global cap on staff
% ns constrained their ability to respond quickly to new government priorities

e " a'few agencies felt that budget constraints in the foreseeable future would

~effectively achieve the intended outcome of the capping policy, making
unnecessary the current level of monitoring and reporting (i.e. the December 31
survey and requirement to advise SSC of proposed increases, etc)

. despite the cap being a global one, a few agencies were unclear about that and
expressed concern about having individual caps on their agencies that included a
number of staff who carry out frontline functions (for example, Special Education

staff).

14 From SSC’s perspective, agencies in core government administration have provided
advice of variations in staff establishment numbers in line with the requirements of the
capping regime in most, but not all, cases.




Shift in staffing to the frontline

15  There has been growth in frontline services outside the cap. Across Prison Services,
Community Probation & Psychological Services, Work & Income, and Child, Youth &

Family, the total number of positions increased by 540 to 14,364 positions in the year to
31 December 2009,

Financial Indicators

16 The data in Table 1 below presents annual consulting and personnel expenditure for the
years ending 31 December 2007 to 2009 gathered and analysed by the Treasury.

Table 1: Annual expenditure summary 2007-2009 ch}'
o~ _/

Prior to Cappin
pping Poi% ng Period

Year to Year to Growth | to Growth

31/12/07 31/12/08 (%) d% (%)

(s000) ($000) ’o ~ (8000)
Consulting Expenditure 146,434 177,402 “24.Y| 165,300 -6.8
Personnel Expenditure 3,253,104 3,586,360 | » \/10.2 | 3,637,498 1.4
Total Expenditure 13,398,001 14,2292034 .~ 6.2 | 13,851,672 2.7
Consuilting as a % of 7
Personnel Expenditure 4.5% . 4.5%
Personnel as a % of E 5‘
Total Expenditure 24.3% o Rl 26.3%

Figures cover all departments (including parts mlud@e capping policy) and the 5 Crown Entities included in

the Cap

17 A review of financial data indicates
consulting expenditure. Gro
capping policy was introdu \

“1
18  Treasury Vote teams rcpc'h,

e capping policy has not led to any increase in
nnel expenditure has also slowed since the

t the most significant impact of the capping policy has
been the signalling e&w agencies and the subsequent reduction in capability bids.
Very few bids of tiig\na e were submitted in Budget 2009 or so far in Budget 2010.

Next Steps <b

19 Given the ck from agencies in core government administration, it is proposed that
the coll of occupation data and staffing forecasts will be dropped from future
Dec taffing surveys to reduce compliance costs. The collection of two-year

forecasts would be added to the annual HRC Survey as at 30 June, to fit better
“v}itb the departmental planning cycle. Comprehensive staffing data, including
"1 ‘accupation, are collected as part of the June survey, which would continue to be the
‘{rbrimary means of monitoring staffing levels within the cap on the size of core

government administration.

20 It is proposed that SSC will continue its capping oversight role, including communicating
to agencies to ensure clear understanding of the capping regime and the need to exercise
ongoing restraint in back office staffing.

Consultation

21  All agencies in core government administration provided staffing information for this
report by responding to the December 2009 staffing survey. Chief executives of these
agencies were invited to provide feedback on the capping management regime — a total




of 2.:5 agencies ‘provided feedback. Treasury was consulted on this Cabinet paper and
provided financial data. The Department of Prime Minister and Cabinet was informed.

Financial implications

22 There are no financial implications from this report.

Human rights

23 There are no human rights implications from this report.

Legislative implications c-)
24 There are no legislative implications from this report. CJQ/
Regulatory impact analysis Ai\

25  There are no regulatory implications from this report. (8— '
Disability perspective %

F
26  No disability implications are anticipated from this report. .,_‘;_&,
PRV
Publicity AN
27  The Minister of State Services will issue a pressételease on progress in capping staff

numbers in core government administration. @ ill publish the appendices to this
paper on the SSC website. )

L
Recommendations /&Q/
28  Itis recommended that the Domesti @y Committee:

1 note that over the year 1 December 2009, the total number of full-time
equivalent (FTE) positiops within core government administration reduced by
1,480 positions, &%@,ssg to 37,379.

2 note that the wéduetion of 1,480 positions comprised 915 FTE staff and 565
vacancies that'were disestablished.

3 note that ﬁbe year to 31 December 2009, a total of 809 redundancies occurred in
core gbveérnment administration agencies (691 from the Public Service and 118
fr ive selected Crown entities).

g

4 i{pahat over the year to 31 December 2009, the total number of communications
“+ and public relations advisors in the Public Service decreased from 321 FTEs to 269
o FTEs.
":_: 5 note that the size of core government administration is forecast to reduce by 460
' FTE positions to 36,919 FTEs in the year to 31 December 2010.

6  note that analysis of agency feedback indicates that the management and
monitoring regime has supported the operation of the capping policy.

7  agree that the collection of occupation data and staffing forecasts will be dropped
from future December staffing surveys to reduce compliance costs.

8 note that the Human Resource Capability survey as at 30 June will be the primary
means of monitoring staffing levels within the cap on the size of core government
administration and staffing forecasts.




9  direct the State Services Commission to continue its capping oversight role,
including communicating to agencies to ensure clear understanding of the capping
regime and the need to exercise ongoing restraint in back office staffing.

a N\

- “
Hon Tony Ryall . f%
Minister of State Services .{.\\)
0,3 19 oXay
<&
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